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HE figures are now available on the number of nonfarm real estate fore- 

closures in the United States through the third quarter of 1961, as shown 

by the chart on the following page. It is still too early to tell whether the 
slight drop during this quarter is significant or not. At least foreclosures did 
not exceed the preceding peak set in June, which is encouraging, and it may be 
that the peak has now been passed. In view of the number of current defaults, 
however, this is not yet assured. The Federal Home Loan Bank Board is now 
estimating that foreclosures for the year 1961 will approximate 72,000. This 
number would be a new high since 1940. 
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The chart on page 641 shows secondary market operations of Fannie Mae. 
The increasing tightness of money, putting VA and FHA mortgages in an unfa- 
vorable interest position, is shown by the rising number of mortgages offered 


to Fannie Mae and purchased by it. When mortgages at higher rates of inter- 
est are not available, the offerings of FHAs and VAs to Fannie Mae drop, and 
this agency uses those occasions to sell mortgages to institutions buying them 
for their portfolios. In 1958 a peak of sales of this type occurred, and again in 
the first half of 1961. 


It seems to us that money rates during 1962 will be firm, with a tendency 
to rise rather than fall. The willingness of the regulatory body to increase the 
permissible interest rate on time deposits in commercial banks is an indica- 
tion that a large incentive is necessary to induce enough savings on the part of 
the public to take care of the demands of real estate and business. We think 
that the announced intention of the administration some months ago to keep 
short-term interest rates up and long-term interest rates down is impossible 
of achievement. Normaiiy, long-terminterest rates will always be above 
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short-term interest rates, as greater risk is involved in a long-term commit- 
ment, particularly in periods which seem to be inflationary. 


1ational index of residential rents based on 


* a) The chart on page 643 shows the 1 
20 cities. It is quite significant that in spite of increasing vacancy, the rent in- 
and we believe it will continue to rise. This is due par- 


dex is still rising, 
tially to the fact that it includes not only older buildings but some newer build- 
ings built at higher cost and necessarily rented at a higher rental. 


Residential rents are still, however, unusually low in comparison with the 
past when consideration is given to the fact that the dollar has lost a large part 
of its purchasing power and that all other elements of the cost of living have 
risen more than have residential rents. During 1962 we believe this index will 
continue to rise. 

The chart on page 642 shows activity in three different sectors of the real 
estate picture -- voluntary transfers of real estate, mortgage activity, and ac- 
tivity in the construction of nonfarm dwelling units. The slump culminating in 
the first quarter of 1961 is quite apparent on each ut these lines. 
activity has worked gradually higher since this last spring, although it is still 
below the levels of one and two years ago. From the long-term standpoint, real 

estate activity is still considerably below normal, and the trend this last month 
on the other hand, is running ahead of a year 


Real estate 


was down. Mortgage activity, 





| SECONDARY MARKET OPERATIONS OF FNMA 
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ago, but below two years agi [he low was reached in the spring, and gener- 
ally the trend from that time to the present has been up, with the last figure 
continuing this trend. 


The number of nonfarm dwelling units has had a rather consistent but very 
slowly rising trend since the late spring and early summer. This trend has 
been due largely to an increase in multifamily units rather than in single-family 
dwelling units. During 1962 we believe that all three of the lines shown on this 


chart will make some gain, but the gain willnotbe sharp. The actual 
figures on real estate activity and mortgage activity are shown on page 644 by 
months for the past three years, together with the latest figures on the selling 
price of a typical residence It will be noticed that the selling price has been 


rising since May 1961, and that the October figure has now recovered prac- 
tically all of the loss since the summer of a year ago. 


The residential rent index on page 644 is based on the years 1921-38 equal- 
ing 100. It has shown a steady climb over the entire period. The cost of our 
standard two-story, six-room frame house is now at anew high, having now 
recovered all of the losses which occurred in 1960 and in the early part of 1961. 
If replacement costs continue to rise, this automatically stabilizes the selling 
price of existing properties, and if the rise in replacement cost is sufficient, 


the selling price of existing properties rises. 
(cont. on page 646) 
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REAL ESTATE ACTIVITY MORTGAGE ACTIVITY 
Number of Voluntary Number of 
Real Estate Transfers Mortgages Recorded 
per 10,000 Families per 10,000 Families 
Ja 82.8 Ja 78.2 la 74.4 Ja 70.6 Ja 63.0 Ja 62. 
F 84.2 F 177.6 F 71.9 F 72.3 F 64.0 F 61. 
Mr 81.3 Mr 73.9 Mr 70.0 Mr 70.5 Mr 63.5 Mr 61.2 
81.7\ Ap 172.9 Ap 68.2 Ap 72.4 Ap 63.9 Ap 61.8 
81/7 ~\ My 72.9 My 69.1 My 71.4 My 62.5 My 62.6 
Jn 5 Jn 73.8 In 70. ¢ mn\/72" 1 Jn 63.0 Jn 64.1 
Jl 85.6 ; Jl 75.4 Jl 71 Jt T2.7 Jl 63.8 Jl 65.6 
Ag 83.6 Ag 766 Ac 173.7 Ag 71.7 Ag 65.3 Ag , 672 
S 83.3 S 7.3 S 72.0 S 170.9 S 65.6 S / 66.9 
O 80.1 > #.3 O 1447 oo ¢7..2 QO 69.1 © 67.3 
N 80.5 Nw" 75.4 N A.3 N 66.6 N 63.6 N 68.4 
D_ 80.4 D 174.5 Y ae D 65.7 D 62.8 
REAL ESTATE SELLING PRICE RESIDENTIAL RENTS 
Index: 1947-49 = 100 Index: 1921-38 = 100 
Ja 128.2 Ja 130.2 Ja 128.5 Ja 125.4 Ja 127.3 Ja 129.4 
F 127.8 F 130.8 I 128.5 F 125.6 F 127.4 F 129.5 
Mr 128.2 Mr 130.6 Mr 128.2 Mr 125.7 Mr 127.5 Mr 129.6 
Ap 128.9 Ap 130.1 Ap 128.6 Ap 125.9 Ap 127.8 Ap 129.8 
My 129.8 My 129. 4 My 128.8 My 125.9 My 127.8 My~129. 9 
Jn 12978 Jnvi29.6 In 128. Jn 125.1 Jn_12670 Jn 130.0 
Jt™129.4 Jl 130.8 Jl 128.5 Jl 126.2 Jl 128.3 Jl 130.1 
Ag 129.3 Ag 130.8 Ag 128.5 Ag 126.3 Ag 128.5 Ag 130.1 
S 129.3 S 130.6 S 128.5 S 126.5 S 128.7 S 130.4 
O 130.1 O 129.6 O 128.5 O 126.7 O 129.0 O 130.6 
N 130.0 N 129.0 N 126.9 N 129.2 
D 130.2 D 128.9 > i2zt.2 D 129.3 
COST - TWO-STORY AVERAGE INTEREST RATE 
SIX- ROOM FRAME HOUSE Recorded Mortgages in 
(St. Louis) 11 Major Cities of the United States 
Ja $18,963 Ja $19,607 Ja $19,455 Ja 5.717% Ja 6.099% Ja 6.139% 
F 18,963 F 19,609 F 19, 429 F 5.723 F 6.156 F 6.226 
Mr 18,989 Mr 19,595 Mr 19,339 Mr 5.714 Mr 6.154 Mr 6.094 
Ap 19,004 Ap 19, 4438 Ap 19,338 Ap 5.706 Ap 6.170 Ap 6.144 
My 19,004 My\ 19, 244 My..49, 330 My 5.690 My 6.189 My 6.127 
Jn 19¢%82 Jn 197243 Jn 19,341 Jn 5.681 dr 6>209 Jm~6. 103 
Ji—19, 141 Jl 19,240 Jl 19,285 Ji 5.691 Jl 6.124 Jl 6.058 
Ag 19,157 Ag 19,209 Ag 19,300 Ag 5.720 Ag 6.129 Ag 6.057 
Ss 19,157 Ss 19,152 S 19,319 Ss 5.787 S 6.141 S 6.032 
O 19,204 O 19,514 O 19,718 O . 5.908 O 6.148 O 6.032 
N 19,578 N 19,514 N 19,653 N 5.974 N 6.143 N 5.999 
D 19,578 D 19, 465 D 19,653 D 6.027 D 6.191 
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INCREASES IN BUILDING COSTS SINCE 1939 


1961 


~O0M BRICK HOUSE (FRAME INTERIOR )* 
Content: 23,100 cubic feet 
1,520 square feet 
$ 6,400 
er cubic foot; $ 4.21 per square 
lay: $21, 297 





ibic ioot $14.01 per squ 
OVER 1939 = 232.8 


OM BRICK VENEER HOUSE* 
tent: 24,910 cubic 
1,165 square feet 


leet 


$17, 835 
I bic foot; $15.31 
E OVER 1939 





I M FRAME HOUSE* 
24, 288 cubic feet 
1,650 square feet 
$ 5,671 
ibic foot; $ 3.44 per square 
$19,653 
er cubic foot; $11.91 per squars 
ASE OVER 1939 = 246. ¢€ 
—_ ,~OOM CALIFORNIA BUNGALOW NO BASEMENT 
r 7 ~ Content 12,119 cubic feet 
we 992 square feet 
s q 
wee fF Lae c foot; $ 3.4 
y 


¢ per cubic foot; $11. 31 
= INCREASE OVER 1939 = 230.4 


AR 


D BRICK RANCH HOUSE 
t 16,290 cubic teet 
840 square feet 
irage 200 square teet 
rage $13,944 
ibic foot; $16.60 per 


square loot 
$1 90 


MPORARY FRAME RANCH HOUSE 
(Dry Wall) 
85 cubic feet 
170 square feet 
Square feet 
rport - $14,357 
ubic foot; $12.27 per 


er ¢ é Square ! t 
$684 





er square {foot 
*Costs include 


full basement 
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(cont. from page 643) 

The average interest rate on recorded mortgages in 11 major cities of the 
United States in November showed a very slight drop. It seems to us that this 
drop will be temporary, and that within the next few months interest rates will 
rise to 6 percent and beyond We believe that as 1962 progresses, interest 
rates will equal those shown for the beginning of this year. 


In conclusion, it seems to us that the negative factors which have now per- 
sisted for some time, but which seem to be losing their force, make of the 
present period a good period in which to purchase real estate, particularly in 
the field of single-family residences in the middle price bracket, with well- 
selected commercial properties also offering some advantages. Raw land in 
metropolitan areas we still consider too high. 








